CERTIFIED MAIL

Gentlemon;

VWie have coneldered your application far recognitiun of exemption from Faderal
income tax under section 501{e¢)(7) of tha Internal Revenue Code of 1934,

The informatfon submitted indicated that you were incorporated on NG
under the laws of the State of .

Your stated primary purpose ls to promote brotherhood and sociability among
members, to hold and conduct socilal moetings, excursions, and entertainment
for members, and to promote the welfare of members morally, educationally
ad fraternally.

Your activities include conducting fund-ralsing events such as dancas and
rafflca, and participation in van meetings and conventions.

Income is from your deuces, raffles, and member dues. Expenses are for the
fund-raising activities, contributions, rent, gifts for members, trophiecr to
other clubs, and club items for members.

For the period endirg I, you show that you receivied Il% of
youe income frem non-members from your fund-rafeing events., Part of the net
profit €rom these activities was used for the oporating expenses of the club
and for club items to benefit the menkars only. You state that you intead
to continue sponsoring similar fund-raising avents in the future. You also
state that :hese activities will enable the cluh to establish a permument
facility and support your spereting expenses.

Section 501(c)(7) of the Intarnal Revenue Code exempts from Federai income
tax clubs organized for pleasure, recrestign, and other non-profitable
purposes, substantially all of the gctivities of whizh are for such purposes
and no part of the net esrnings of which inures to the benefit of any private
shareholder,




Revenue Procedures 71-17, published in Internal Ravemie Cumlative Bullaetin
1971-1, page 683, indicated that, as an audlt stendard, a sooial club's
annual incoma from outside sources should not be more than 5% of the total
gross rocelpts of the organization.

Public Law 94-563 Lliberalized this stuadard., Tho intent of this law, as
explainad in Senate Roport No. 94~1318, published in Curmlative Bulletin
1976-2, papa 597, {a that a club exempt from taxation and described in
saotion 501(c)(7) {8 to bo pormittod to receive up to 3I5% of Lta groau
raceipts f£rom a combination of investment income and receipts from nommembors
(from tha ugse of its facilities or mearvices) po long aus the lattor do not
reprosent more than 15 porcent of the total receipts, It is further stated
that {f an orpanization exceeds these ldmits, all of the facts and circum-
gtances muot be congidered in determining wheathor the organization qualifies
for sxempt atatus,

Reve:ue Ruling 68-119, published in Cumulative Bulletin 1968-1, pagae 268,

holds that & club will not receasarily loso ity exorpt status if it derives
incoma from othor than bona fide members and their quests, or if the penaral
public on occaslen is parmitted to participats in {ts affnirs, provided such
participation i incidontal to and in furtherance of 1its genaral club purposes
and the income tierefrom does not invre to members., Tha equestrian club con-
sidered in this ruling held an annual steseplechase which was opem to the gen~
eral public. Prigze money was paid from entry fess paid by participants, and gen~
eral expensos of the meot were pald from admissions and sale of prograwms and
refreshments., The club distributed any net procoads from the meat to charity.
Theraefore, it was hald the meet wag not operated to make a profit, and the income
from non~-membera did not lnmure to thelbsnefit of mewbers. The club's exemption
was not jeopardized by non-member participation in its anmal mest.

You have excraded tlie permitted level of Income from non-membars. Net: profits
yere used to bonefit members. Therefore, the facts and circumstances show thet
not earnings have fmured to tho wmembership.

You ars therefore not qualified for exemption from Foderal income tax as an
organization deseribed in section 501(c)(7) of the Internal Revenue Code.

Based on tha information submitted, exempt sta*us will not be recognized under
any related paragraph of the Internal Revemia Code gection 501(c).

Until you have egstablished an exempt gtatus, vou are not relieved cf the re-
quirements for filing Fedsral income tax returns,

If you do not accept our findings, we vecomnand thetf you request a conference
with a membar of our Regional O0ffice of Appeals. Your request fur a conference
should include & written appeal giving the facts, law, and any other information
to support your position as explained in the enclosed Publication 892, You
will thm be contacted to arrange a date for a conferavce, The conference may
be hsld at the Regional Office or, if you request, at any wmutually conwvenient




District office. IF we do not hoar from you within 30 dave of tho date of
this lotter, this determination will bacome final,

Sinceraly yours,

iNstrict Direotor

Attachmants




